Marketing – black art or measurable activity?

We suggested in recent posts that some of the problems surrounding marketing measurement result from the way in which the function itself has developed over the last sixty years. At the beginning of this period, customers had relatively little choice. Businesses simply had to push their products for sales to materialise. As such, marketing activity was a ‘one-way street’, which crystallised in the early 1960s around the 4 Ps of product, price, promotion and place. To a large extent, this has remained as the unchallenged marketing paradigm and can still be seen in the way some businesses are organized today, despite changing consumer behaviours, fragmenting media and alternative sales points.

Where structures and processes have been long established, IT refinements have often been superimposed on a regular basis to try and keep pace with change. For instance, Customer Relationship Management (CRM) software designed to re-focus on the client as the central point of marketing can sit uncomfortably with previous generations of organisational architecture. Without a clear view at to why and what we want to measure, this makes it difficult to extract information that will help improve the return on marketing spend.

A case in point

Recently, we worked with one organisation facing this type of situation. At the outset, the business had a loose understanding of the marketing budget utilised and, more worryingly for them, no clear idea as to what had prompted the sale. 

Our task was to establish a measurement system, linking campaign prospects to eventual sales. We could then relate development costs to sales income, and from this, derive a marketing return on investment. Further, we could start to compare performance between campaigns and begin to learn more about how and where customers reacted to the propositions put in front of them. Before that however, we faced several challenges:

· The Marketing function used a customer management system that had been adapted to manage direct marketing campaigns. It worked to a degree, except that if a customer made contact more than once following a campaign, the client record was updated to reflect the communication episodes and the campaign reference was lost

· Marketing costs were split between central group marketing and direct operations

· Campaign success was judged on the level of response, not on the ultimate number of sales or income generated

· Sales were administered using a version of the same customer management system. However, there were no safeguards to prevent the omission of marketing source codes when business was recorded

· Payment processing and customer paperwork was run on a separate system altogether

· Confusingly, there were two types of client reference, plus a separate admin number for each product sold

Despite these constraints, a measurement system was implemented by driving campaign responses through a single administration point, monitoring the leads and identifying relevant back office sales through a combination of client referencing and address checks. The business is now beginning to generate a considerable amount of data, which is helping to improve customer targeting through appropriate channels, media and messages. This is already beginning to focus marketing budget on those approaches generating the greatest return on marketing investment.

What does this experience tell us? Without careful thought to the end purpose of meeting customer needs profitably through sales and service, companies can develop individual business units distinct from, rather than in harness with each other. This leads towards inefficiencies particularly at the boundaries between different functions. Why did the organisation referred to earlier require 3 separate systems? Increasing complexities mean that it is more difficult to measure and therefore adjust the ways in which marketing budget is deployed. Without clarity of results, marketing is more about spend and less about investment. 

Next time, we’ll take a brief look at interpretations of marketing return on investment. Quite often these are quoted simply as the ratio of income to cost, without much consideration to other business overheads or future cash-flows. In the wrong hands, Marketing ROI can sometimes be worse than no measurement at all. Used well, there is no reason why it shouldn’t follow the same principles of corporate finance that operate elsewhere within a company.
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